R .
b AR -

Approved For Release 7999/09/02 Womsoﬁdﬁozoomomz-e

nieekly Contributions
Latin America Dranch, Ofk, CIA
29 iarch 1949

Of the items reported on this week, that on incroased Comrmnist
srganizational activity in Latin America (p. 2) is of particular inter-
est,

CURRENT DEVELIOT LTS

GrVTRAL: Communist parties in Latin America, faced with declining in~
flrence, are concentrating on organizational activity (p. 2). Tension
bateaen Pen)x and Colombia over the safe conduct of Haya de la Torre has
eased (p., 2),

SOUTHEERM DIVISIOH: In 3olivia, labor wnrest and violence continue to

threaten the security of the i'ertzog regzime (p, 2), The belief by irg~
entine leaders that a US-USSE war is imminent is not sufficlently fixed
to prevent granting of concessions to set US econorle assistance {(p. 3).
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1.

GEXERAL: Communist Organizing Activity may Arrest Party's Decline
latin American Commuists, faced with declining power
and strength, are ooncentrating on orpanizational aetivity, In
the Cormunist parties of lexieo, Chile, and Argentina, purzes and
sloughing off of dissident, ineffeetive, inactive, and non-militant
Party menbers — a common prelude to increased Cormunist activity
-— have been renewed racently, In addition, it is reported than in
Cuba, Argentina, and Uruguay special lists of militants are being
prepared, probably to determine those best suited for undersground
activity. A new merbership drive of a Commmnist-front group for
youths has been reported in Cuba, In Mexico, Commamist organizers
are urging members to join loeal labor unions, probably in an ef-
fort to regain influence in the labor movement, In Fcuador and
Mexico, party reorganization is wnder way.

This Cormunist organizationsl activity may slow down the
general decline in Latin American Cormmuniat strength and influence,
and may even improve the Party's position in particular cases
where police repressicn 1s absent, or where counter-propaganda is
ineffective, There are as yet, however, no signs of a general re-
versal of the trend of declining Communist power in Latin America,

The tension between Peru and Colombia over the question

of safe conduct for APRA toader llaya de la Torre has
been easing during the week, Both countries have given fuwrther
evidence of their desire to find a "face~saving" means of solu-
tion. Although the Peruvian Govemment continues to insist that
Haya de la Torre is a criminal and therefore inelizible for the
safe conduct demanded by Colembia, it is taking effective measures
to protect the Colombian Tmbassy in Lima against violence,
Colombia, in B/IA's opinion, will not take the matter as it now
stands to the COAS. Fxchanges of notes have beon firm in maintain=-
ing differences of opinion, but have been coneiliatory in tone,
It now scems likely that a period of watchful waiting will be the
policy of both the Peruvian and Colombian governments,

BOLIVIA: Labor unrgst and violence continue Yo threaten the secur—
ity of the Hertzog regime althourh it has taken forceful
measures apainst agitators and has maintained a state of siepge,
The relatively prosperous economic situation has not served to
calm the politicelly and sconomically important mine workers who
have received the greatest benefits from present favorable econo~
mic conditions, Workers of the Patifio property at Catavi, the
world's largest tin mine, presented demands for salary increases,
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irezzing of commissary vrices and recomition of two wnions said

s be connected with the MR, 'lwmorous acts of viclence have taken
place since the nresentation of these demands. US !rbassy cbservers
“eal that the demands are political in nature and renrcsent the ef-
{5048 of an irresvonsible ard politieally inspired ninority, since
w3k workers are satisfied with the highest wages in "olivia and

do not desire affiliation with any union, Dolivian officials blame
e wnrest aad violence on plots by *“IN exiles and former army of-
ficers resident in Peru and Argentina (P/LA “kly for 23 Feb L9). At
the latest outbreak of violence ~— the beatin~ of radio and news
gorrespondents =~ the llertzor rerime accaded to Patifio requests for
seeater protection and sent army units to Catavi., Although the rov~
ernment should be able to control this present situation, the com-
bination of political plottinz with labor unrest == in the Aramayo
and ilochschild mines as well as Catavi = increases llertzog's diff=
culties, and further weakens his control,

L, ARGINTINA: The atlantic Pact is a prelude to carly conflict botween
the US and the USSK In the opinion ol President Perdn

and the majority of the cabinet, according to information piven to
US Chargé Ray by Argentine loreisn 'inister ramuslia, The Perdn
government could be expected to estimate that an immediate war
would strengthen Argentina'z position economically to the point of
needing t o make no concessions to sell its products on advantageous
terms, lHowever, B/LA doubts that Perdn's views of war between the
U3 and the USS are sufficiently fixed to cause him to retreat from
his recent position of beinz willin~ to nalke some concessions in
order to secure US assistance, so lonz as he understands that such
concessiona are prerequisite to assistarice,
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Surinam, “ha larsest colony of the lietherlands Tmpire in the Testern
verisphere, i of importance o the S because that country is the princi-
pail Toveign source of bauxitc for the US, The continued avallability of
bauxite durlnr neaectire or in the event of an ererpency aeems assured as
tha colonial rovernmont is stable, no serious political problems threaten
o wisturo the established order, and no gubversive sroups have gained a
foothold, There are economic and labor oroblems of considerable immort
locally, but these are not of sufficiont mapgnitude to threaten or impair
U5 bauxite interests, In the event of the involverent of the US in an in-
ternational emergency, Surinam, as a lletherlands colony, would follow the
policy of the mother country vie-a-vis such a situation; the possibility
of any independent action is exceedingly remote, Surinam could not be
counted on to provide any direct military aid for the US, The population
is favorably disposed to the 'S, this attitude being in terms of a closer
economic rather than a political relationship,

Politiocally, Surinam is in transition because of the Tutch govern~
ment?’s present plans for the radical modification of the eonstitutional
pattermn of the empire, The ultimate position of Surinam in the empire
will not be definitively determined until the relationship of the Indene~
sian possessions to the home government is finally settled, The present
plans are that Surinam willl continue to be a colony in the orthodox sense
and will not be made a "coequal partner® with the lletherlands (as will
Indonesia) in the proposed imperial arrangements, Although the ultimate
nature of Surinam's position cannot be described at the nmoment, it can be
said that the colony will be given a ~reater measure of political autonomy.
whatever the new constitutional arrancement shall be, it will not be like—-
1y to affect adversely any US interests in Surinam, In faci, the contem
plated expansion of political autonomy may possibly offer the Surinamese
greater opportunities for realizing their desires for closer economic ro~
lations with the US.

The people, as a whole, are politically immature and inoxperienced,
but a trend toward political democracy is apparent, The population of
Surinam is a polygot one, the largest racial groups belng creoles, and
persons from India, the letherlands 7ast Indies, and China, The Surinam
Ratlional Party, the dominant political proup at present, consists larrely
-of creoles who do not take kindly to the idea of sharing their political
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contrel with the other racial sroups, It is doubtful, hovever, that
the craoles will be able much longer to maintain their favored nosition
as cvernid are berimnnin: to run arainst them, The lecadins political
fiqwre in the countrv, Jos Verschuur., is a creole who enjo s the confi=
denco of all the loeal racial rroups as well as that of the hore movern—
mert . le advocates racial wnity and the democratization of the loeal
governrent, Indications are that his efforts in this direction have the
proevect of a reasonaocie measure of success,

e stability of the local rovernment, in conjunetion with the ex-

panuing political autonomy, enhances the possibility that the government
nay te able to effect some sorely needed asricultural imorovements. 7The
cultivation of citrus fruits and the exploitation of Surinam's lumber re~
sowrces are being rapidly advanced for the readily available market in
the Uetherlands, Cubstantial increased rroduction of rice == now the
chief agricultural product —- may be axpected in the near future as a re=-
sult of the wider use of mechanical motheds of cultivation end of the
government's plans to bring consideratlo new acreaze under cultivation
as soon as possible, The sugar industry, formerly one of the country's
leading sources of prosperity, is, however, still in a poor condition,
The serious decline in sugar production results prinarily fromn labor's
preference for other types of work, Attempts by the government to re~
lieve the labor shortage in the sugar as well as in other agricultural
indwtries have been wsuccessful thus far., Althouph the condition of
Surinam's economy generally leaves much to be desired, thers are no

serious proivlems, either economic or political, which threaten the US
bauwxite interests,

: Surinam's bauxite reserves have been estimated to be 5l, 000,000
mevric tons, I[izht-five percent of the capital invested in this extrac-
tive industry is 1S, the remainder beinz Dutch, Approxirately 90 percent
of the annual production is exported to the US, The vicissitudes of the
US market have a great economic simificance to Surinam bocause, under
the prevailing world pattern of alumimm: production, there are no import-
ant altermate outlets, 7Those economic factors nccessary for any expan-
sion of the industry are present, and the increasins S demand for bhaux—
ite is already stimulating production in surinam, The year 194 vas a
peak year; 2,119,906 motric tons were produced, which compares very favor-
ably with production figzures during the war years, The prospects for ex—
pansion are further enhanced by the fact that two other comtries (Tey-
nelds etals and Kaiser) have sent engineers to Surinam to explore for

Approved For Release 1999/09/02 : CIA-RDP79-01090A000200010012-6

T PR DX YR FONY T e e

Y PG T T W T MO PP AW TR Y A T S ST T g




l'\’;

Approved For Relea\sie 1999/09/0215@1&-RDP79-01030:&000200010012-6

ieekly Contributions, B/IA 29 larch 1949
CIA (Working Paper)
Situation lemorandum 16~49

new deoposita, 4t the momonit the chief exploiter of the Surinam reserves
iz 1 subsidiary of the Aluninuwm Company of America, The coming of the
spvioida vhetale and Kaiser upon the soone should result Inm & signifiecant
expanion of production.
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“he Current Situation in Venezuela

The possibility of developments in Venezuela adverse to US interests
arises more from domestic than from international factors, US recooni-
tion of the junta has greatly increased the prospects of its ternure.

The continued refusal of Bolivia, Chile, Cuba, Guatemila and Uruguay to
recognize the new government should in no way seriously affect US-
Venezuelan relations or the US position vis-d=-vis the liemisphere., In
international affairs, the Venezuelan junta has indicated its willinzness
to follow the lead of the US, Althouch at present the unity of the Vene-
zuelan Army is imperiled by factional strains, any international emerzency
will submerge such factionalism and there is no reason to believe that
under such circumstances the army would not bhecome wnited sufficiently to
maintain domestic order.

while failinc to demonstrate its ability to meet domestic nceds, the
military Junta has nevertheless given indications of a sympathetic atti-
tude toward vital US interests in oil and iron ore. “ecause any change
in the Venezwelan Government might affect adversely the availability of
needed raw materials, the US is properly coacerned about the prospects
for the economic and political stability of the present regime,

fhe problem of economic stability in Venezuela is that of a country
whose government prospers financially from its petroleum revenues, but
whose economy is basically unsound, The predominance of the petroleum
industry has resulted in a serious economic imbalance in which the finan-
cial stability of the pgovernment is dependent upon the world oil market
outside its control, Iecent ysovernments of Venezuvela, reco:miszing the
danzer of an unbalanced economy, have attemnted to encovraze a wricultural
development and industrial diversifieation, ¥Fi~h wages in the oil indus~
try, however, have attracted the ablest a:ricultural laborers., rewly
established industries, which must pay hi:h wazes in order to compete in
the dorestic labor market, cannot compete ther:fore with foreiern indus—
tries whose productive efficiency is greater, This is particularly true
of the textile industry which has to import most of its raw materials,
If industries vhich have no comparative advantare are to be eucourarcd,
they must be subsidized either directly or through trade controls, there-
by increasing the inflation already created by oil prosperity, Tecently
imposed tariffs and import quotas indicate that the sovernment is already
responding to pressure for protection,
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Labor, which is an important factor in both economic and political
stability, has the greatest adverse effect on US interests when its acti-
vities curtail petrolcum production., High wages in the petrolcum industry
are an important element in the present inflation., Labor unions formerly
controlled by Accion Democritica have been the most active force in oppo~
sition to the present government, A series of politically motivated
strikes has provoked retaliation in the form of dissolution of the Confed-
eration of Venezuelan “orkers and 25 of its affiliated unions. The non-
Communist unions are thus deprived of a centralized organization to coor—
dinate their activities,

The question of political stability may be approached as a problem
of self-preservation now confronting the military junta covernment of
Venezuela, which is intensified by the circumstances attending its rise
to power, The junta's initial success was achieved with the aid of an
army temporarily united in opposition to Aceidn Democratica, but divided
in its allegiance to rival personalities,” The military junta came to
power with no well-defined program, without the support of a strong poli-
tical party, and without a broad base of popular approval, Durinpg the
period since the military coup of 24 llovember, the junta has made little
progress towards stability, Rather, the problems which it faces have in-
creased, and the measures taken to counteract them assume in general the
character of temporary expedients,

. Opposition to the junta from the extreme rightists, from former Ac-
cion Democratica=controlled labor unions, and from rival army factions
has increased. Since numerous reports support the view that Pérez Jimé-
nez is the dominant figure of the junta, and that Nelgado “halbaud is a
figurehead vho may be pushed out when it becores expedient, the continuance
of the junta depends on continuinz support of Pérez Jiménez,

Férez Jiménez can undoubtedly rely on the support of that part of the
army, of wncertain size, which is personally loyal to hir, I!le would
hardly obtain support from the group loyal to lario Vargas and in his ab~
sence to José Ledn “angel, This was the group opposed to rérez Jiménez
at the time of the reported split in the army prior to the coup of 2
Noverber, Fangel at that time claimed he had 80 percent of the army on
his side, The strength of his following at present is difficult to esti-
mate, Fores Jiménez is unlikely to seck support from the extreme right-
ist faction in the army, because the militant opportunism and independence
of such men as l'ajor llendoza, recently relicved of commind at la Guaira,
would rake it embarrassing to share power with them.
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It is highly unlikely that Pérez Jiménez will seek the active support
of the Communists, though it is true that the junta has taken no action
against the Communist Party, It appears that Pérez Jiménez will be happy
if the Communists continue to play their present passive role in polities

and labor, and that he will do nothin: at present to provoke open hostility,

1t is entirely possiblc that iérez Jiménez will Tind it expedient to
copperate with the Grupo Uribate, of which Ceneral Celis Tarcdes is a
leader, a group formed possibly in response to ex~President ’‘edina's
letter to his supporters within Venezuela calling on them to eliminate
traces of *ccidn Democrdtica influence from the governrent. It has been
reported that the junta does not wish Medina to return. If the Crupo Uri-
bate, however, is not strongly committed to “edina personally, it might
be able to reach an agreement with Férez Jiménez by which its moderately
liberal program could be effected, G5Such acrecuent would undoubtedly pro-
vide for the withdrawal of Delgado Chalbaud,

Among the major political parties, UiD is most likel: to wzain stren;zth .
by attracting the more right—wing former fcecidn Lemoordtica adherents,
During the spring of 1948 the 7D leader, Jovito Villalha, was reported
to be seeking alliance with Tedina supporters, Such a coalitfon might
still materialize,

The effect upon interests of the ™S of a possible increagce of 'edinis—
ta influence would prohably be favorable. Tt Amplies abandonment of ex=—
treme radicalism either of the right or of the left., If, however, URD
should assume a stronger pcsition cither separately or in conjunction
with the edinistas its nationalistic petroleum policy mizht become
ambarrassing,

If Pérez Jiménez is shrewd enouth to draw one of the stron-er factions
nte his own camp, even at the cost of corproxise, the junta may endure
wder his leadership for sone tirej; if he insists on playin: a lone hand
long enough, opposing groups will combine against hin, and another coup
will take place,
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